UNITED STATES OF AMERICA
FEDERAL ENERGY REGULATORY COMMISSON

Before Commissonas  Curt Hébert, J., Charman;
William L. Massey, and Linda Bregthitt.

Bl Paso Naturd Gas Company Docket Nos. CP00-422-000 and
CP00-422-001

ORDER ISSUING CERTIFICATE
(Issued May 7, 2001)

On duly 31, 2000, El Paso Naturd Gas Company (El Paso) filed an gpplication for a catificae
of public convenience and necessity, under section 7(c) of the Naturd Gas Act (NGA) and Part 157 of
the Commission'sregulaions. El Paso seeks authorization to acquire, dean, and convert to naturd ges
use gpproximatey 785 miles of an exiging 1,088-mile crude ail transmisson pipdine, to operae the
converted pipdinein intersate commerce as part of El Paso's exiding interdate trangmisson system,
and to construct and operate rdated fadilities a atotd, estimated project cost of $153,145,335.1 The
fadlities cdled the Line No. 2000 Project, would be extend from McCamey, Texas, to Ehrenberg,
Arizonaand would add goproximatey 230 MMcf per day (MMCcf/d) of cgpadity to El Paso's
interdate tranamisson sysem. Wewill grant the requested authorizetions, subject to condiitions, as
discussed below.

l. Background

E Pasoisanaturd gas company thet operates an interdate pipdine sysem for the
trangportation of naturd gas from areasin the southwestern United States through the Sates of Texas,
New Mexico, Colorado, and Arizona, to two points of termination a the boundary between the Sates
of Cdiforniaand Arizona, near Ehrenberg and Topock, Arizona. El Paso'sinterdate sysem aso
mekes ddiveries to numerous other on-system ddivery points and to off-system easern markets.
Segments of Bl Paso'sinterdtate sysem, congding of South System and North System mainlines, have
been in service Ince the mid-1940's and early 1950's

inthe July 31 gpplication, El Paso dso requested NGA section 7(b) permission and approval
to abandon in place Sx exising manline compresson fadlities However, in an amendment filed on
March 15, 2001, Bl Paso requests that the Commisson delete thet portion of the origind gpplication
proposing the abandonment of the compressor fadlities
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El Paso sates that based on the age, inefficiency, and operating codts of the South System, it
sought inits origind gpplication to replace old horsspower on its South Sysem with the converted ol
pipdine El Paso planned to accomplish this by abandoning in place six manline compressor fadilities?
providing atotd of 119,750 horsgpower. El Paso dates that under this proposd, the Line No. 2000
Project would not have increased the existing trangportation capacity of El Paso'sinterdate
transmisson sysem, and the abandonment of the compressor fadilities would have taken effect once the
Line No. 2000 Prgject was placed in service on a permanent besis

H Paso gatesthet, sncethetimeit prepared its origing gpplication, the dynamics of the neturd
gas market in Cdifornia have changed dramaicdly. It assertsthat Cdiforniahas experienced greatly
increased pricesfor both gas and dectricity, power derts, and occasond, rolling blackouts. El Peso
points out that dectric power supplied by surrounding Sates has been inadequate to resolve the
continuing energy criss and demand, which is expected to pesk during summer months. It datesthat
much of the power generated within Cdiforniaand the surrounding States depends on the avalability of
natura ges asfud for the generation fadilities and thet the market indicates ademand for additiond
volumes of gasto serve growing eectric generation needsin the Southwes.

. Proposd

El Paso proposes to acquire and convert to naturd gas use about 785 miles of a1,088-mile,
30-inch, crude ail pipdine purchased by its whally-owned subsdiary, EPNG Fipdine Company from
Pains All American Pipdine L.P. and All American Fipdiine, L.P2 El Paso would aso construct
certain connecting pipdines and extensons to permit the line to be contiguous and integrated into E
Paso's sysem, with an increased capacity of gpproximatdy 230 MMcf/d.

B Paso datesthat it will acogpt the full risk for the Line 2000 Prgject by charging its currently
effective Pat 284 firm rates. It Satesthat it intends to place the project in sarvice asaloop to the
exiding low pressure South System pipdlines and to continue to operate the exigting South System
compresson without additional contracts to cover its operating and investment costs As part of the
proposad integration of Line No. 2000 into El Paso's South Sysem, Bl Paso would interndly dean the

2The compressor fadilities thet were proposed for abandonment are Deming in Luna County,
New Mexico; Sen Smon and Benson in Cochise County, Arizong; Tucson in Fima County, Arizong;
and Gilain Maricopa County, Arizong and the"A" and "B" plants at the El Paso Compressor Sation
in B Paso County, Texas

3The entire 1,083-mile pipdine extends from a point near Bakersfidd, Cdiforniato McCamey,
Texas H Pasointendsto convert the ssgment that extends from near Ehrenberg, Arizonato
McCamey, Texas The Cdiforniasegment, congsting of gpproximately 303 miles isbeing evauated
for future use as part of Bl Paso's interdate trangmisson system.
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pipeline, replace cartain segments of Line 2000, condruct tie-ins and crossoversto the South System,

replace and move cartain exiging vaves, and inddl minor gppurtenant fadilities Theredfter, Bl Paso
would hydrogaticaly test goproximatdy 506 miles of various segments of Line No. 2000.

A. Expanson Fadlities

El Paso proposesto:

acquire and deen goproximatdy 785 miles of an exiding crude all trangmisson pipdine
and convert it to anaurd gastranamisson  pipdine

. condruct atotd of goproximetdy 0.81 mile of new pipdine sagments
to bypassten oil pump dation Stes

congruct new pipdine a two tie-in and four crossover locations

. condruct atotd of 2.78 miles of 30-inch-diameter pipdinetotiein Line

No. 2000 to seven exigting compressor stations (Guadaupe, Cornudas, Afton, Horida,
Lordshurg, Casa Grande, and Wenden) on its South System and remove atotd of
goproximatdy 0.68 mile of Line No. 2000 at these tie-ing,

replace four segments of Line No. 2000, totaing 8.16 miles, with 30-inch-diameter
pipdineto megt U.S. Department of Trangportation requirements;,

inddl 38 new vaves
remove 29 plug vent vaves,

. remove seven check valve ssgments, fourteen gate vave ssgments and a
tee and gate vave and replace them with 30-inch-diameter pipdine and

inddl pigging fadlities and flow measurement equipment (Under
section 2.55 of the Commission’ sregulaions).

B. Proposed Sarvice

El Paso gaesthat the proposed integration of the Line No. 2000 Project into El Paso's
exiding South Sysem would alow Bl Paso to dmost immediatdy add up to 230 MMcf/d of new
trangport cgpadity to itstransmisson sysem. El Paso advisesthat once the Line No. 2000 Project is
placed into sarvice, the incrementa capaaity will be induded in the daily scheduling of gason the
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sysem, will be used as sysem flexihility cgpecity, and will serveto reduce daily alocations of capacity
on the sysem in times of maintenance, outages, and force mgeure events

Bl Paso further satesthet it would not require pecific new firm transportation sarvice
agreements for such cgpacity but indead would use it as a cushion to meet the demands for gasin the
Cdiforniamerket and in the markets esst of Cdliforniawhere naturd gasis used to generate power thet
isexported to Cdifornia® El Paso dso sates that the additional capacity would offset the reduction in
cgpadity that could otherwise be experienced as aresult of the extraordinary maintenance activities
planned for the coming summer months To hdp andiorate the Cdiforniaenergy crissthisyeer, El
Paso proposes to place the Line No. 2000 Project expandon of its system into sarvice by August 31,
2001.

“Hl Paso recently held two open seasons, one for 1.22 Bcf/d of capacity under an existing
contract with El Paso Merchant Energy Company, and asecond to determine interest in additiond
expandons of Bl Paso's system. In the first open season, El Paso recaived bidsfor atotd of 14.4
Bcf/d. Bl Paso hasnot yet furnished the results of the second open seeson. However, it isdear thet
thelevd of demand for additiond capacity on Bl Paso's sysem is greater than the avallable capadity.
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[I. Procedurd Matters

A. Natice, Interventions, Protests, and Comments

Notices of El Paso's arigind gpplication in Docket No. CP00-422-000 and amended
goplication in Docket No. CP00-422-001 were published in the Federal Regiger on August 15, 2000
(65 Fed. Reg 49,794) and on March 22, 2001 (66 Fed. Reg.16,047), repectively. Twenty-seven
timdly, unopposad moationsto intervene werefiled in Docket No. CP00-422-000 and tweve werefiled
in Docket No. CP00-422-001.°> Four parties filed mationsto intervene out-of-time® Al partiesthet
filed motionsto intervene are liged in Appendix A to thisorder.

Severd parties protested and/or made comments rasing issues related to El Peso'sinitid
proposa to avandon the South Sysem compression fadilities. To the extent that those issuesare no
longer rdevant and have been rendered moot by El Paso's amended gpplication, they will not be
addressed inthisorder. Accordingly, only the remaining issues rdevant to theinitid gpplication are
discussad below.

Numerous parties filed motionsin support of El Paso's amended proposa. Generdly, they
date that the additiond capacity will not only help to dleviate the shortage of natural gesfired dectricity
in Cdiforniabut dso asss El Paso in medting its contractud obligationsto sarve the natura gas nesds
of itsfull requirements cusomes They dso Sate that the incrementd cgpacity will serveto reduce
daly dlocations of capacity and provide greater flexibility for shippers on the South Sysem.
Additiondly, they date that the incrementa capadity would offset reductionsin capeacity that could
result from the tegting that isto be conducted by El Paso during the remainder of the year, as ordered
by the Department of Trangportation (DOT) Office of Fipdine Sefety.

>Timely, unopposed moations to intervene are granted by operation of Rule 214 of the
Commisson's Rules of Practice and Procedure. 18 C.F.R. § 385.214 (2001).

®Pursuant to Rule 214 of the Commission's regulations; the Commission findsthet granting the
moations to intervene out-of-time will not delay, disrupt, or otherwise prgudice this proceeding or place
an additiond burden on exiging parties Therefore, for good cause shown, the late-filed mationsto
intervenein this proceeding are granted. 18 C.F.R. § 385.214(d)(2001).
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B. Requests for Evidentiary/Comparative Hearing, a Technicd Conference, and a
Conference on California Expanson Issues

Inits protest to El Paso's origing filing, Indicated Shippers argue that the proposd to replace
exiding compression with the Line 2000 Project could negaively impact exigting shippers. Indicated
Shippers date that El Paso has not explained the impact on rates, what portion of the totd line's cogts
will be induded, whether existing cusomerswill subddize the project, or why rolled-in rates would be
gopropriate. Indicated Shippers request atechnica conference, or in the dterndtive, ahearing, to
exploretheseissues Sempra Companies (Sampra) makes Smilar arlguments and asks for atechnica
conference.

An evidentiary trid-like hearing is necessary only where materid issues of fact arein digoute
that cannot be resolved on the basis of the written record.” Here, there are no materid issues of fact in
disoute that would necessitate an evidentiary hearing. In addition, El Paso has modified its proposa
from areplacement project to an expanson project, which addresses Indicated Shippers concerns,
among which are the digpogtion of the compressor fadilities, their market vaue, and back-up sarvice,
Concans regarding the overdl cogt, aswell aswhat portion of thetotd lines costs should be induded
in the project areissues to be addressad when El Paso filesin next rate case. Otherwise, the
amendment has rendered the protest and concerns raised by Indicated Shippers and Sempra moot.
Therefore, the requests for a hearing and technicd conference are denied.

Southern Cdifornia Gas Company (SoCd Gas) suggests that the Commisson convenea
conference to address Cdlifornia pipdline expansion issues® In support of its request, SoCd Gas cites
the Commisson's March 14, 2001 order in which the Commission asked that pipdines engagein
coordinated effortswith locd didribution companies (LDCs), public utilities, and Sate officasto
enaure that l entities that need gas receive the additiond capadity on the interstate pipdline®

El Paso does not disagree with the concarns raised by SoCa Gas regarding the need for the
CdiforniaLDCsor othersto build additiond infragtructure downstream of any new cgpecity moving

See, e.g, Southern Union Gas Co. v. FERC, 840 F.2d 964, 970 (D.C. Cir. 1988); Carro
Wire& Cable Co. v. FERC, 677 F.2d 124 (D.C. Cir. 1982); Citizensfor Allegany County, Inc. v.
FPC, 414 F.2d 1125, 1128 (D.C. Cir. 1969).

830Ca Gas proposes that the Commission hold a conference in the next 15 to 20 days, with
initid commentsto befiled five days after the conference, and reply commentsfive days after that.

9See Order Removing Obstades to Increased Electric Generation and Naturd Gas Supply in
the Western United States and Requesting Comments on Further Actions To Increase Energy Supply
and Decrease Energy Consumption, Docket No. EL01-47-000, 94 FERC 161,272 ( 2001).
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gesto Cdifornia’® However, rather than ddlay this project while such concerns are resolved, El Paso
datesthat the energy crigsin the western sates must be addressed as soon as possble. Therefore, E
Paso bdievesit should meke this additiond cgpadity avalladle now in order to assure that dl of the
exising downgtream takeaway cgpecity, both within and upstream of Cdifornia, can be fully utilized.

Since El Paso’'s amended gpplication is desgned to address anumber of operaiond issues,
and provides additiond firm sarvice cgpecity for both Cdiforniaand eest of Cdiforniamearkets, El Paso
does nat believe that any condructive purpose would be served by conducting atechnicd conference
or further ddaying implementation of its proposd. El Paso contends that any dday in recaiving
goprovd to dean and convert Line 2000 to gas sarvice only ddaysits effort to amdiorate the energy
crigsfacing the western United States.

The Commisson finds no need for such aconferencein this procesding. El Paso'sproject is
intended to address sysem flexihility issues and to reduce daily dlocations of capecity onthe sysemin
times of maintenance, outages and force mgeure events. While the project may sarveto increase
cgpecity into Cdifornia, it will do so under exiging contracts and will not degrade existing cusomers
rights.

V.  Discusson

Since the proposed condruction and operation of the Line 2000 Project involves fedilities thet
will be used for the trangportation of neturd gasin intersate commerce, the proposa issubject to the
Commisson'sjurisdiction and the requirements of subsections () and (e) of NGA sction 7.

A. Application of the Catificate Pdlicy Statement

The Commisson's September 15, 1999 Policy Statement provides guidance asto how it will
evauate proposas for certifying new congruction.!!  The Policy Statement established criteriafor
determining whether thereis aneed for a proposed project and whether the proposed project will
sarvethe public interest. The Policy Statement explainsthat in deciding whether to authorize the
condruction of mgor new pipdine fadlities, the Commission baances the public benefits againg the
potentid adverse conssgquences. Our god isto give gppropriate condderation to the enhancement of
competitive trangportation dternatives, the posshility of overbuilding, subddizationby — exiding

10ee | etter responding to comments of intervenors, filed by El Paso in Docket Nos. CPO0-
422-000 and CP00-422-001, on April 9, 2001.

UCertification on New Interstate Natural Gas Pipdline Fadlities (Policy Statement), 88 FERC
161,227 (1999), order darifying Satement of palicy, 90 FERC 161,128, order further darifying
statement of policy, 92 FERC 1] 61,094 (2000).
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customers, the gpplicant's regpongihility for unsubscribed capacity, and the avoidance of unnecessary
exerdse of eminent domain or other diguptions of the environment.

Under this palicy, the threshold requirement for exiding pipdines proposing new projectsisthet
the pipdine mugt be prepared to support the project financdly without rdying on subsdizetion from
exiging cudomas The next dep isto determine whether the gpplicant has mede efforts to diminate or
minimize any adverse effects the project might have on the gpplicants exiging customers, exiding
pipdinesin the market and their captive customers, or landowners and communities affected by the
route of the new pipdine. If resdud adverse effects on these interest groups are identified, efter efforts

have been made to minimize them, the Commisson will evauete the project by balandng the evidence
of public benefitsto be achieved againd the resdud adverse effects Thisis essantidly an economic
test. Only when a proposed project’s bendfits outwelgh its adverse effects on economic interests will
the Commission then proceed to complete the environmentd andyss, in which other interests are
congdered.

Asdiscussad bdow, the Commisson finds that Bl Paso's proposal stidfiesthe "no-subsidy”
requirement and thet the benefits of the project outweigh any potentid adverseimpacts. Accordingly,
the Commission finds that the congtruction and operation of El Paso's propased expangon project is
required by the public convenience and necessity.

1 Subddization

The threshold requirement for certification under the Policy Statement isthat the pipdineis
prepared to support the project financdly without relying on subddization from exiding cusomers.
The Policy Statement notes that projects designed to improve service for exiging cusomers, by
replacing existing capedity, improving rdiahility, or providing flexihility, are for the benefit of the exiding
customeg and increeding the rates of existing cusomersto pay for such improvements would not be a
subgdy.

Asdaed, the proposad fadilities will creete an additiond 230 MMcf/d of capecity to El Paso's
South System. El Paso intends to use the added capaaity to benefit its exising cusomers by using the
230 MMcf/d to reduce dlocations of capecity for exising cusomersit is currently experiencing onits
South System and dlow more gas to flow into exising markets™®  The Line 2000 conversion will dso
improve the flexibility of the system by providing additiona capacity during outages for tesing and

12560 Policy Statement, 88 FERC at 61,746, n.12. See dso Northwest Pipdine Corp., 94
FERC 161,101, at 61,415 (2001).

13 As stated, El Paso recently held an open season for 1.22 Bcf/d of available capadity and
recaived bidsfor atotd of 14.4 Bcf/d.
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maintenance* Findly, the addiitional capacity will help El Paso's existing customers provide gas for
marketsin Cdifornia, aswel as cusomers eadt of Cdifornia, induding those thet generate dectriaity for
usein Cdifornia

Indicated Shippers request thet the Commission not predetermine the gopropriate rate
trestment for the codts of the proposed fadilitiesin this proceeding. They date that there are many rate-
rdlaed questions that are undlear, not only regarding costs and revenues, but dso rdaed to the
depreciation schedule, and cross-subsidization of future projects. El Paso datesthat it isnot asking for
rolled-in rate treetment in this proceeding, but reservesthe right, as do dl other shippers, to argue for
the gopropriate rate trestment in its next rate case.

Wefind that Bl Paso's proposd satifies the cartificate policy satement's requirement that new
congtruction should not be subsdized by exiging shippers. We dso find that the appropriate place for
El Paso to devdop itsrate trestment for the cogts of the Line 2000 fadlitieswill bein Bl Paso's next
NGA section 4 proceeding. However, we note that we will require El Paso to goply the Policy
Saement's "'no subsdy” requirement initsfuture rate case. As such, El Paso would haveto
demondrate quantifiable benefitsin order for exiding cusomersto bear the codts of the project.

2. Effect of the Project on Certain Interest Groups

Once the Commission determines that a proposed project will not be subsidized by exiding
shippers and that there isaneed for the project, under the certificate policy the Commisson consders
the effect the project will have on the pipdings exising shippers, competing pipdines and ther captive
cusomers, and landowners and communities dong the proposed route of the pipdine project.

Phelps Dodge Corporation and Apache Nitrogen Products, Inc. (jointly Pheps Dodge and
Apeche), firm trangportation customers of El Paso, request that the Commisson confirm thet, in
accordance with the terms of section 4 of the Bl Paso tariff, the additional system capaaity resulting
from the Line No. 2000 Project will be mede available by El Paso to dl firm shippers, without regard
to whether the shipper intends to use the capadity to meet indudtrid or ectric generaion reguirements
for fadlities located in ether Cdiforniaor the Eagt of Cdiforniamerkets

SoCa Gas seeks daificaion asto whether El Paso's proposd isintended to enhance sysem
rlidbility and flexibility or to expand El Paso's sysem. SoCd Gass concarn gdems from the fact that,
on the one hand, El Paso's proposd would dlow El Paso to firm up the current ddiveries to markets
Ead of Cdiforniaand potentidly to the Cdifornia border during periods of sysem maintenance, and on

14as gated, the DOT Office of Pipdline Safety issuied an order requiring El Paso test and mike
repairsto its South Sysem.
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the ather hand, the proposal calls for an open season to gauge interest in potentia future expanson.™®
SoCd Gas assarts that the propased expanson must be designed to reach the intended markets,
induding dectric generaion and power plants, without degrading the rights of exiding shippers

Southwest Gas Corporation (Southwest) states thet it does not oppose El Paso's expansion
project, provided that El Paso dedicates the additiond cgpacity to meet exising contractud service
obligaions. Southwest interprets El Paso's sdatement that it will not sdl the incrementd, expanded
cgpacity under new sarvice agreaments to mean that Bl Paso will not amend exising sarvice agreements
to enlarge the current sarvice rights of customers under those agreements.

Indicated Shippers support the proposed expansion so long as Bl Paso uses the additiona
cgpacity to remedy the ongoing capadity cuts thet occur on the system on adaly bass  Indicated
Shippers want the expandon to be first used to "path” Bl Paso's system, i.e, to goecify volumetric
entittements through identified segments of the pipdine to connect receipt and ddivery paints for each
shipper. Indicated Shippers contend that El Paso does not explain the basis for conduding thet the
Line 2000 will add 230 MMcf/d of cgpacity and wonders whether more capacity might be avallable.
Indicated Shippers argue that once the capacity dlocation issues are resolved on El Paso's system,
thereisno badsfor El Paso to retain cgpadity for "cushion” or "sysem flexibility.” Indicated Shippers
date that after 100 percant of firm contract demand and billing determinant capecity entittements are
satified, El Paso should be required to post and sdl whatever cgpacity is avalable thereafter under
open season procedures. According to Indicated Shippers, after firm customers capecity rights are
resolved, El Paso's need for "cushion” or "system flexihility” can be met with line pack and Sorage, and
there would be no bads a thet time for withholding available cgpadity from the market.

In response, El Paso dates that because it offers "full requirements” (FR) firm sarvice, under
which shippers have no specified maximum contractud obligation, it cannat path its sysem. Bl Paso
contends that the nature of FR sarvice predudes pathing, Snce the volumetric rights of firm shippersare
not dearly oecified and, as areault, the digtribution of El Paso's ddivery obligation changesdaily. El
Paso dates that it has taken the new cgpecity into account in the alocation plan compliance filing made
on March 28, 2001, in Docket No. RP00-336-002. For the reasons explained in thet filing, El Paso
datesthat it cannot path its system, with or without this 230 MMcf/d, so long asit has contractud
obligations with no pedified maximum obligation.

BIn its amended gpplication, El Paso states thet it decided to develop athree-part plan, which
cdled for El Paso to re-contract certain exigting capecity in an opentseason in Part | of the plan, asa
short-term response to the current energy criss. In Part 11, Bl Paso seeks the authorizations for the
Line No. 2000 Project amendment, and in Part [11, El Paso conducted another open seeson to
determine if shippers desire alarger expangon of El Paso’'s sysem capecity.
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Addressing the issue of who will use the capecity, El Paso contendsthet dl shipperson the
sysem will benefit from the expangon. During periods of pipdine tesing and maintenance resulting
from the Carlsbad rupture, the additiond cgpecity afforded by the Line 2000 project will be used as
“sygem flexihility capadty” and will serve to reduce dlocations of cgpadity onthe sysem. Thesameis
true with regard to routine maintenance schedules.

El Paso dates that the portion of the cgpacity that will not be needed to replace capacity
reductions due to maintenance will be usad by Bl Paso to effectuate ddiveries under the exiging firm
and interruptible contracts on the sysem.  El Paso raterates that the expangon cgpecity will be
scheduled in accordance with Section 4 of its FERC Gas Taiff, Third Revised Volume No. 1-A and
the exigting shipper’ s contracts. Line 2000 will increase the capacity to meke ddiveries a any point
dong the South Sysgem. In ather words, Line 2000 cgpacdity will be available to shippers sarving ether
Cdifornia (through the Ehrenberg ddivery point) or eest of Cdlifornia marketslocated dong the
Southern Sysem.  Exoept to the extent that system flexibility will increase as areault of the new
cgpaaity, El Paso datesthat ddiveries on the North System will not be impacted.

The Commisson condudesthat El Paso's proposd will not have an adverse impact on the
savice of exiging firm cusomers. In fadt, the amended Line 2000 project will hep enhance exising
cugtomers firm service by adding 230 MMcf/d of new cgpaaity to the exigting mix for scheduling
purposesfor dl firm shippers. Thus, in accordance with El Paso'stariff, the capacity will be made
avaladleto dl firm shippers on anon-discriminatory basis, without regard to the purpose for which the
shipper intends to use the capacity. We recognize that not dl of the 230 MMcf/d will be avallableona
daily bad's because El Paso has sysem maintenance and testing needs thet will draw on this capeacity.
However, by providing more capadity to the system, the project will sarveto bendfit El Paso'sexising
cugomers. The Commission bdieves that the project is designed to improve the system flexibility and
rdiability, and hdp cusomers meet thair exising requirements, not provide new serviceto new
shippers.

Indicated Shippers request that El Paso post and sdl whatever cgpacity is available after the
syslem cgpaaity dlocation issues areresolved. We agree. To the extent any capaaity remains after the
dlocation proceeding in Docket No. RP00-336-002, El Paso must meke the cgpacity avalablein
accordance with the terms and condiitions of its tariff.

The Commisson findsthat the "pathing” of El Paso's sysem isnot an issueto be decided in this
proceeding. Regardless of whether or not the Line 2000 capadity is used to peth Bl Paso's system, itis
dear that the capadity will be used to bendfit existing shippers needs. Theissue of "pathing” isone
more gppropriately conddered in the context of El Paso's sysem-wide alocation proposd in Docket
No. RP00-336-002.
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While various customers express concern about the rate impact of the project, we find that the
exising cusomerswill recaive subgtantid bendfits from the project. As Sated, the exiding cusomers
will not subgidize the project, because the project is designed to provide pecific bendfitsto El Paso's
exiging cutomes

Further, thereis no evidence that other pipdines or thar cgptive cusgomerswill be adversdy
affected by thisproject. The Line 2000 Project isintended to create cagpacity to sarve thetesting and
maintenance requirements of the systlem, aswel as serve to reduce the dlocations of cgpacity for
exiding contractud reguirements of existing cusomerson the sysem. 1t will not affect market shares
of competing pipdines, because the capadity is not intended to serve new market reguirements above
customers existing contractud requirements

3. Impact on Landowners and the Environment

In the Policy Statement, the Commission indicated thet one factor it would consgder when
catifying aproject is the extent to which the gpplicant has obtained rights-of-way by negatiation,
thereby minimizing the use of the eminent domain power granted in the NGA to recipients of
catificates Bl Paso datesthat it has perfected 98 percant of its right-of-way requirementsand is
negatiaing for the remaining rights

Condruction of the proposad fadilities would result in the temporary disturbance of aoout 320
acres of land, gpproximatdy 25 acres of which would be permanently disurbed. The mgority of land
use, goproximetely 70 percent, conagts of previoudy disturbed right-of-way.

The Commisson recaived three comment |etters from concerned landowners Mary U. Mora
objectsto the project because it will adversdy afect her family'sresdentid property and therr home-
based busness. Kris Hollen contends that the exiding ail pipdineisnat in alegd essament on his
property. Anthony W. White is concerned about the safety aspects of the pipdine.

Sncethe proposa isby and large a converson projet, virtudly dl of the fadllities consg of
exiding pipdine located in an exiding right-of-way. Thus, landowner impect will be minima becauseit
will be largdy confined to the minor connecting and crossover fadilities, which compriseavery smdl
percentage of the overdl Line 2000 Project. Wefind that El Paso's proposed Line 2000 Project
would have minimd adverse effects on landowners

Concerning safety issues, the DOT is soldy responsble for establishing criteriaand
requirementsfor the sfety of the naturd ges pipdinefadlities DOT sets sandards for the design,
condruction, ingpection, and operation of naturd gas pipdinesin accordance with the Naturd Gas
Pipdine Safety Act of 1968. DOT's safety standards specify materid sdection and qudification,
minimum design requirements, and protection from internd, externd, and amaospheric corroson. Any
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goplicant for a catificate from the Commisson is reguired to verify that the proposed fadllitieswould
meat DOT safety Sandards

4. Conduson

The Commission finds that the benefits of El Paso's proposed Line No. 2000 Project
sufficiently outweigh any of the minima adverse impacts the project may cause. Bl Paso's propossd
fadlitieswill bendfit its exising shippers by providing 230 MMcf/d of additiond capadity into its South
Sysem, which will be usad in the daily scheduling of gas and will sarve to reduce daily dlocations of
cgpacity and provide greeter flexibility for exiding shippers. While no new contracts will be entered
into for the additiond capacity, the proposa will result in exigting shippers having primary direct access
to the avalable capacity to hdp meet thar exiding contractud needs. This cagpadity will aso be used to
offsat reductionsin cgpedity that could result from sysem maintenance, aswell asteding of El Paso's
sydem consgent with aDOT's Office of Fipdine Safety. Fndly, the proposed fadlitieswill not only
ad exiding shippers, but will hdp meat the demands for gasin the Cdiforniamarket aswel asinthe
markets eest of Cdiforniawhere naturd gasis used to generate power that is exported to Cdifornia
Accordingly, wefind, conggtent with the criteria discussed in the Policy Statement, thet the public
convenience and necessity requires that the Commisson gpprove El Paso's proposed Line No. 2000
Project.

B. Endinesring

In their comments, Indicated Shippers request darification and ansvers on anumber of
operaiond quesions Frg, Indicated Shippers question why the totd increase in incrementa cgpecity
due to the converson of the 30-inch diameter Line 2000 is not far greater than the 230 MMcf/d
proposed by EL Paso. Second, Indicated Shippers want darification regarding which portions of El
Paso's sysem, CdiforniaMainline System ( South Systemn) or San Juan Mainline Sysem (North
Sygem), will bendfit from the project. Indicated Shippers date that El Paso's flow diagrams shows 90
MMcf/d flowing north on the Havasu Crossover from the South Systemn to the North System, which is
in contradt to earlier flow diagrams that indicate about 300 MMcf/d isflowing south. With the ddivery
of 230 MMcf/d a Ehrenberg, Indicated Shippers date that it would gopear that El Paso has designed
this project to increase the incrementd cgpacity to Ehrenberg by 620 MMcf/d (90+300+230). Third,
Indicated Shippers want to know if the project will impact the gas flows on the Havasu Crossover.
Ladlly, they question whether this project will address the condraints out of the Sen Juan Baan or & the
Cornudas Compressor Stetion.

In response, El Paso raiterates its podition that the proposed fadilities will only increesethe
cgpacity of El Paso's sysem by 230 MM cf/d. El Paso dates that Indicated Shippers condusions are
incorrect. El Paso daesthat Indicated Shippers gppear to have compared flow sheets prepared for
different drcumstances and different purposes to condlude that the project would cregte up to 600
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MMcf/d of new capedity. El Paso daimsthat the capedity of the Line 2000 is limited to 230 MMcf/d
primarily because of the length of Line 2000 (785 miles). Theexiding Line 2000 iswithout
compression fadilities. El Paso proposesto use the Line 2000 as aloop to the low pressure sysem
with only the existing compresson presently indidled on the South System. Without additional
compresson fadlities the incrementd increase in cgpadity will remain & 230 MMcf/d.

The Commisson has andyzed El Paso's proposa and condudesthat El Paso has properly
desgned itsfadlities to accommodate up to 230 MMcf/d of new incrementd capacity on its South
System to the Ehrenberg ddivery point. Our andys's showsthet, dthough Line 2000 isbeing ussd asa
loop of itslow pressure system, it does not connect to dl 15 compressor Sations between the Pecos
River and Wenden compressor dations. In addition, the proposed use of the Line 2000 has not been
designed to address the existing cgpacity condraints on El Paso's South System. The effective looping
thet the Line 2000 will provide will only mitigate the South System condraints to the extent thet El Paso
will be able to compress and trangport the additiona 230 MMcf/d from the Permian Basin to
Ehrenberg. Because of thislack of integration with dl of the compressor dationson El Paso'slow
pressure sysem and the existing cgpacity condraints, our andysis shows thet the capaaity of theLine
2000 pipdineislimited to 230 MMcf/d. Without ether additiond interconnects with the low pressure
Sydem at exiding compressor dations or additiond compresson on Line 2000, the cgpacity will not
exceed the proposad increase of 230 MM cf/d while operaing under design conditions.

Aspat of the andyss, the Commisson aso examined the impact thet the proposed project
would have on El Paso's North Sysem. Our andys's shows thet the project will not increese El Paso's
ability to trangport volumes of naturd gas from the San Juan Basin to markets on the western portion of
Bl Paso'ssygem. It showsthat the ingant proposd will dlow El Paso to trangport an additiond 230
MMcf/d to the Wenden Compressor Station on the South Sysem.  Depending upon the shippers
requests, El Paso could move volumes of naturd gas ether north or south on the Havasu Crossover for
ddiveriesto a@ther the Topock or Ehrenberg ddivery points. This project will not increase the current
cgpaaity of the Havasu Crossover to move volumes of naturd gasto ather the North System or the
South Sysem.

We agree with El Paso's response thet Indicated Shippers have misunderstood the impact thet
the Line 2000 will have on the capacity of Bl Paso’'s South Sysem. El Paso'sflow diagrams dearly
show that, for both winter and summer conditions when El Paso's system is operating under a
coincidenta peek flow bads 26 MMcf/d and 90 MMcf/d, repectivey, isflowing north on the Havasu
Crossover. This does not mean thet the Havasu Crossover is only capable of moving volumes of
naturd gas from the South Systemn to the North System. The Havasu Crassover has the capahlity of
moving about 745 MMcf/d in asoutherly direction or 300 MMcf/d in anortherly direction. In each
ca=, it isthe shippers who dictate where the gas volumes should be ddlivered based upon daily
nominaions. Intheingant proposd, El Paso'sflow diagrams support its assartion that its sygemiis
cgpeble of providing up to 230 MMdf/d of incrementd cgpadity in addition to the maximum demand
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that could occur on its system, a system-wide coincidental peek. Regardless of where the volumes of
naturd gas are ddivered, the indant proposa will increase El Paso' s aility to move additiond volumes
of naturd gasto markets on the western portion of El Paso's sysem.

The 600 MMcf/d of incrementa capecity that Indicated Shippers bdieve will resuit from the
project isincorrect. We agree with El Paso that the cgpaaity of the Line 2000 islimited to about 230
MMcf/d under the current designs of the ingtant proposal. As discussed above, El Paso would ned
additionad compresson to increase the cgpadity of the Line 2000 because of the limited interconnects
with low pressure sysem and exiding sysem condraints From their comments, it gppears thet
Indicated Shippers have tried to andyze Bl Paso's sysem by usng different flow diagrams from older
goplicationsthat reflected entirdly different flow conditions. Basad upon the flow diagrams provided by
H Pasoin theingant goplication, if El Paso were to mantain ddiveries of 2.23 Bef/d & Topock and
1.21 Bcf/d a Ehrenberg, we confirm thet the proposed facilitieswill only increase El Paso’s cgpadity to
Ehrenberg by 230 MMcf/d, for atotd of 1.44 Bcf/d.

C. Environmeantd Review

On October 12, 2000, we issued a Natice of Intent to Prepare an Environmental Assessment
for the proposed Line No. 2000 Project and Request for Comments on Environmentd 1sues (NOI).
We received responses to the NOI from two landowners, the Hopi Tribe, and the State of Arizona
Game and Hsh Department, and our saff addressed dl subgtantive commentsin the environmentd
assessment (EA).

Our gaff prepared an EA for El Paso'sproposd. The EA addresses water resources, cultura
resources, vegetation and wildlife, threstened and endangered spedies, pipdine sefety, ar and noise
qudlity, geology, soils and land use

Based on the discussion in the EA, we condude that if condructed and operated in accordance
with El Paso's gpplications and supplements dated September 22 and October 18, 2000, February 28,
March 27, and March 28, 2001, gpprova of this proposa would not conditute amgor Federd action
sgnificantly affecting the quity of the human environment.

Any date or locd permitsissued with respect to the jurisdictiond fadilities authorized herein
must be conggtent with the conditions of this cartificate. The Commission encourages cooperdion
between interdtate pipdines and locd authorities. However, this does not meen that state and locd
agendes, through goplication of date and locd laws, may prohibit or unressonably dday the
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contruction or operation of fadilities gpproved by this Commission.® Bl Paso sl natify the
Commisson's environmentd gaf by tdephone or facamile of any environmental noncompliance
identified by other Federd, Sate, or locd agendies on the same day that such agency natifies El Paso.
B Paso dhdl file written confirmation of such natification with the Secretary of the Commission within
24 hours.

At ahearing hdd on May 7, 2001, the Commisson, on its own moation, recaived and made a
part of the record dl evidence, induding the goplication and exhibits thereto, submitted in this
proceeding, and upon consderation of the record,

The Commisson orders

(A) A cetificate of public convenience and necessity under section 7(c) of the Naturd Gas
Actisissued to El Paso Naturd Gas Company to acquire, condruct, and operate the Line No. 2000
Project, and rdated fadilities, as discussad above and described more fully in the gpplication, as
amended, subject to the environmenta conditions contained in the attached gppendix.

B)  Thecatificaeissued in Ordering Paragraph (A) aboveis conditioned upon El Paso's
compliance with dl gpplicable Commission regulations, induding in particular, paragrgphs (a), (©), (6),
and () of section 157.20 of the Commisson'sregulations.

(©)  Condruction of the fadlities authorized herein hdl be completed and made avaladle
for sarvice within one year from the date of this order in accordance with section 157.20(b) of the
Commisson'sregulations

(D)  H Peso ddl natify the Commisson's environmentd aff by tdephone and/or facamile
of any environmenta noncompliance identified by other Federd, Sate, or locd agendies on the same
day that such agency natifies Bl Paso. Bl Paso Sl file written confirmation of such natification with the
Secretary of the Commission within 24 hours.

B  All requestsfor ahearing are denied.

(F)  SempraCompanies and Indicated Shippers requests for atechnicd conference, and
SoCdGas request for a conference on Cdlifornia expangon issues, are denied.

16See eq., Schneidewind v.ANR Pipdine Co., 485 U.S. 293 (1983); Nationd Fud Gas
Supply v. Public Service Commisson, 84 F.2d 571 (2d Cir. 1990); and Iroquois Gas Trangmisson
Sysem, L.P, @ d., 52 FERC 161,091 (1990) and 59 FERC 161,094 (1992).
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(G  Themationsto intervene out-of-time filed by Padific Gas and Electric Company,

Rdiant Energy Sarvices Inc., Southern Cdlifornia Generation Codition, and Transwvestern Ripdine
Company are granted.

By the Commisson. Commissioner Massey concurred with a separate
Satement attached.

(SEAL) Commissioner Breathitt concurred with a separate
Satement attached.

David P. Boergers,
Secretary.

Appendix A

List of Intervenors

Docket No. CP00-422-000

AeaEnagy, LLC.

Amoco Energy Trading Corporation and Amoco Production Company (joint motion)
Arizona Corporation Commisson

Arizona Electric Power Cooperdive, Inc.

Asarco, Inc. and BHP Copper, Inc. (joint mation)

Burlington Resources Oil & Gas Company

Cdifornia Public Utilities Commisson

Citizens Utilities Company
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Conoco, Inc.

Duke Energy Trading and Marketing, L.L.C.

Dynegy Maketing and Trede

Bl Paso Electric Company

El Paso Municipa Customer Group®’

Marathon Oil Company

MGI Supply Ltd.

Pedific Gas and Electric Company (out-of-time)

PG& E Nationd Energy Group Companies'®

Phdps Dodge Corporation

Phillips Petroleum Company and Phillips Gas Marketing Company (joint mation)
PNM Gas Sarvices

Quetar Southern Tralls Pipdine Company

St River Prgject Agriculturd Improvement and Power Didtrict and Arizona Public Savice
Company (joint motion)

Docket No. CP00-422-000, Lig of Intervenors, continued

Sempra Energy™®

Southern Cdlifornia Generation Cadlition (out-of-time)?°
Southern Union Gas Company

Southwest Gas Corporation

Texaoo, Inc. and Texaco Naturd Gas, Inc. (joint motion)
TransColorado Gas Trangmisson Company

1"Hl Pago Municipa Customer Group indudes the Cities of Benson, Mesa, Sefford, and
Willoox, Arizong; the Cities of Deming, Las Cruces, and Socorro, New Mexico; the Town of Ignadio,
Colorado; the Navgo Tribd Utility Authority; Graham County Utilities Inc.; Duncan Rurd Sarvice
Corporation; and Black Mountain Gas Company.

18pG& E Nationd Energy Group Companiesindudes PG&: E Generating Comparty, PG& E
Energy Trading - Gas Corporation, and PG& E Gas Tranamisson Corporation.

19Sempra Energy intervened on behdf of itsdf, Southern Cdifornia Gas Company, and San
Diego Gas and Electric Company.

205outhern Cdlifornia Generation Codlition indudes the Imperid Irrigation Didtrict; Reliant
Energy Power Generation, Inc.; Los Angdes Department of Water and Power; the Cities of Burbank,
Glendde, and Pasadena, Cdifornia (callectively, the Southern Cdlifornia Utility Power Podl); and
Williams Energy Sarvices
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Transwestern Fipdine Company (out-of-time)
Vadar Resources, Inc.

Docket No. CP00-422-001

Arizona Public Sarvice Company and Pinnacle West Energy Corporation (joint maotion)
Cook Inlet Energy Supply, L.L.C.

Enron North America Corp.

BExxon Gas Marketing Company

Mirant Americas Energy Maketing, LP

Oxy USA, Inc.

PandaGilaRiver, L.P.

Phedps Dodge Corporation and Apache Nitrogen Products, Inc.
Rdiant Energy Sarvice, Inc. (out-of-time)

St River Prgject Agriculturd Improvement and Power Didrict
Southern Cdifornia Gas Company

Southwest Gas Corporation

Williams Energy Maketing & Trading Compeny

Appendix B
Environmental Conditionsfor El Paso's Line 2000 Prgject

1 Bl Paso shdl follow the condruction procedures and mitigation messures described inits
goplications and supplements (induding responses to St data requests) and asidentified inthe
environmenta assessment (EA), unless modified by this Order. El Paso mugt:

a request any modification to these procedures, mesaures, or conditionsin afiling with the
Secretary of the Commisson (Secretary);

b. judtify each modification rddive to Ste-gpedific conditions;

C. explan how that modification provides an equa or gregter leve of environmentd
protection than the origind meesure and

d. recaive goprovd in writing from the Director of the Office of Energy Prgjects (OEP)
before using that modification.

2. The Director of OEP has ddlegated authority to take whatever Seps are necessary to ensure
the protection of dl environmenta resources during congtruction and operaion of the project.
Thisauthority shdll dlow:
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a the modification of conditions of this Order; and

b. the design and implementation of any additiond measures deamed necessary (induding
gop work authority) to assure continued compliance with the intent of the
environmenta conditions as well asthe avoidance or mitigation of adverse
environmenta impact resulting from prgject congtruction and operation.

3. Prior to any construction, El Paso sl file an affirmative Satement with the Secretary,
catified by asenior company officid, thet dl company personnd, environmentd ingpectors,
and contractor personnd will be informed of the environmenta ingpector's authority and have
been or will be trained on the implementation of the environmenta mitigation meesures
gopropriate to their jobs befor e becoming involved with condruction and restoration activities

4, The authorized fadlity locations shal be as shown in the EA, as supplemented by filed dignment
sheets. Assoon asthey are available, and beforethe start of construction, H
Paso shdl file with the Secretary any revisad detaled survey dignment mgpsshedts a ascde
not smdler then 1:6,000 with sation pogtionsfor dl fadlities goproved by this Order. All
requests for modifications of environmenta conditions of this Order or Ste-gpecific dearances
must be written and must reference locations designated on these dignment map/sheets

Bl Paso's exerdse of eminent domain authority granted under Naturd Gas Act (NGA) section
7(h) in any condemnation proceedings reaed to this Order mugt be conggent with these
authorized fadlitiesand locations. El Paso'sright of eminent domain granted under NGA
section 7(h) does not authorize it to increase the Sze of its naturd gas pipdine to accommodate
future needs or to acquire aright-of-way for a pipeline to trangport acommodity other than
naturd ges.

5. Bl Paso dhdl file with the Secretary detalled dignment mgps/sheets and aerid photogrgphsa a
scde nat smdler then 1:6,000 identifying dl route redignments or fadility rdocations, and
daging aress, pipe Sorage yards, new access roads, and other areas that would be used or
disturbed and have not been previoudy identified in filings with the Secretary. Approvd for
eech of these areas mudt be expliaitly requested inwriting. For eech areg, the request must
indude a description of the existing land use/cover type, and documentation of landowner
goprova, whether any culturd resources or federdly listed threatened or endangered Joecies
would be affected, and whether any other environmentaly sengitive aress are within or abutting
thearea All areas shdl be dearly identified on the maps/sheatsaerid photogrephs Each area
must be gpproved in writing by the Director of OEP befor e construction in or near that
area.
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This reguirement does not gpply to minor fidd redignments per landowner needs and
requirements which do not affect other landowners or sengtive environmenta aress such as
wetlands.

Examples of dteraions requiring goprova indude dl route redignments and fadility location
changes reaulting from:

a

implementation of culturd resources mitigation meesures;

b. implementation of endangered, threstened, or Specid concern species mitigation
mesaures,
C. recommendations by deate regulatory authorities, and
d. agreements with individud landowners that affect other landowners or could affect
sendtive environmentd arees
6. Within 60 days of the acceptance of this certificate and befor e construction

begins, B Paso ddl filean initid Implementation Plan with the Secretary for review and wrritten
goprova by the Director of OEP describing how El Paso will implement the mitigetion
meaaures required by this Order. El Paso mudt file revisonsto the plan as schedules change
The plan Sl idertify:

a

how El Paso will incorporate these requirements into the contract bid documents,
condruction contracts (especidly pendty dauses and specifications), and condruction
drawings so thet the mitigation required a eech Steis dear to ongte condruction and
Ingpection personnd;

the number of environmentd ingpectors assigned per soreed, and how the company will
endure that suffident personnd are avallable to implement the environmenta mitigation;
company personnd, induding environmentd ingpectors and contractors, who will
recaive copies of the gppropriate materid;

what training and indructions B Paso will giveto dl personnd involved with
condruction and restoration (initia and refresher training as the project progresses and
personnel change);

the company personnd (if known) and spedific portion of El Paso's organization having
responghility for compliance

the procedures (induding use of contract pendties) El Paso will fallow if noncompliance
occurs, ad

for eech discrete fadility, aGantt or PERT chart (or Smilar project scheduling diagram),
and datesfor:

I the completion of al required surveys and reports;
. the mitigation training of ondte personnd;
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il. the gart of condruction; and
IV. the sart and completion of restoration.

7. Bl Paso ddl file updated Satus reports prepared by the environmentd ingoector with the
Secretary on abiweek |y bassuntil al condructionrdated attivities, induding restoration
and initid permanent seeding, are complete. On reques, these datus reports will dso be
provided to other Federd and Sate agencies with permitting respongibilities. Status reports
shdl indude

a

the current congtruction gatus of the project, work planned for the following reporting
period, and any schedule changes for sream crassings or work in other environmentaly
sengtive aress,

aliging of dl problems encountered and each ingtance of noncompliance obsarved by
the environmentd ingpector(S) during the reporting period (both for the conditions
imposed by the Commission and any environmenta condiitions/permit requirements
imposad by other Federd, Sate, or locd agendies);

corrective actionsimplemented in response to dl ingances of noncompliance, and ther
cost;

the effectiveness of dl corrective actionsimplemented,

adescription of any landowner/resdent complaints which may rdae to compliance
with the requirements of this Order, and the measures taken to satisfy their concerns,
ad

copies of any correspondence recaived by El Paso from other Federd, sate or loca
permitting agendes concearning indances of noncompliance, and El Paso's response,

8. Within 30 days of placing the certificated facilitiesin service, H Paso gl filean
afirmative datement with the Secrdary, cartified by asenior compeny officd:

a

b.

thet the fadilities have been constructed compliance with dl gpplicable conditions, and
thet continuing activities will be conggtent with dl gpplicable conditions; or

identifying which of the cattificate conditions El Paso has complied with or will comply
with. This gatement shal dso identify any areas dong the right-of-way where
compliance meesures were nat properly implemented, if not previoudy identified in filed
datus reports, and the reason for noncompliance.

9. Bl Paso dhdl fileacopy of the Environmentd Operating Procedures and copies of any parmits
pertaining to the deaning process for review and the written gpprovd of the Director of OEP
prior tothe beginning of the cleaning process.
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E Paso gl fileits plan to evduete the passble hydrocarbon and other contaminant impacts a
the all pump Sation dtesand alig of identified Steswith the Secretary prior to the gart of
deaning the pipdine and condruction.

El Paso shdl conault with the gopropriate Federd or date agendiesto determine which known
or sugpected contaminated Stes require further investigation and what mitigation may be
employed to minimize impact in the event thet contaminated arees are crossed.

Bl Paso shdl complete consultations with the U.S. Fish and Wildlife Sarvices (FWS) Tucson
and Albuguerque Fed Offices regarding potentid impects its project would have on the
southwestern willow flycatcher and its aritical habitat. El Paso shall conduct any additiona
surveys recommended by the FWS and file these results with the Secretary before
congruction, aswdl as any FWS comments on those surveys, for the review and written
goprovd of the Director of OEP. El Paso shdl dso indude a determination from the FWS
whether or not additiona consultation is required.

El Paso shall not begin any construction activitieswithin 0.25 mile of either
sideof: thenew valve and blow-off/by-passat MP 416.1; theremoval of a
valve and pipereplacement at MPs563.9; and theremoval of a valve and pipe
replacement at MP 796.6 until:

a the gaff recaives comments from the FWS regarding the proposed action;
b. the daff completes formd conaultation with the FWS (if required); and
C. El Paso has recaived wrritten natification from the Director of OEP that condruction

mey begin.

Bl Paso Sl re-initiate consuitation with the FVS, Albuguerque Hed Office regarding
potentid impactsits project would have on the cactus ferruginous pygmy owl and its ariticd
hebitat.

El Paso shdl conduct any additiond surveys recommended by the FWS and file these results
with the Secretary before condruction, aswel as any FWS comments on those surveys, for the
review and written gpprovd of the Director of the OEP. El Paso shdl dsoindudea
Oetermination from the FWVS whether or not additiond consultation is required.

El Paso shall not begin construction activities between M Ps 513.0 and
M519.5 and between M Ps534.0 and 543, until:

a the daff recalves comments from the FWS regarding the proposad action;
b. the gaff completes forma consultation with the FWVS (if required); and
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C. El Paso has recaived written natification from the Director of OEP that condtruction
may begin.

14.  E Paso shdl consult with the FWS, Tucson Fed Office regarding the need to conduct pre-
congtruction habitat surveysfor the Pima pinegpple cactusin desart scrub habitat where
condruction activitieswould occur in the project area. If surveys are required, El Paso dhdll
conduct the survey usng PWVS-goproved methodology. The survey reports and any FWS
correspondence or comments on the surveys shdl be filed with the Secretary, before
condruction, for the review and goprovd of the Director of OEP. El Paso shdl indudea
Oetermination from the FWVS whether or not additiona consultation is required.

El Paso shall not begin construction activitiesin Arizona until:

a the Saff recalves comments from the FWS for the proposed action;
b. the daff completes formd conaultation with the FWS (if required); and
C. El Paso has recaived wrritten natification from the Director of OEP that condruction

mey begin.

15. Bl Paso sl defer modification, condruction, and use of fadilities and Saging, Sorage, and
temporary work areas and new or to-be-improved accessroads until

a El Paso files with the Secretary, the New Mexico State Higoric Preservation Offices
(SHPO), Bureau of Land Management's (BLM), Arizona State Lands Department's
(ASLD), Forest Sarvices (FS), New Mexico State Land Officeds (NMSLO), and the
Army’s comments on the culturd resource survey reports and supplementa survey
reports, and any additiond comments from the Texas and Arizona SHPOS,

b. El Paso provides to the SHPOs and other gopropriate parties, as gpplicable, the
updated supplementd information (as provided to the FERC in El Paso's response no.
40, filed March 28, 2001) regarding newly affected Stes, Stesno longer affected, and
propased avoidance measures which resulted from modifications to its proposed
project, and filesthe SHPOs, BLM's ASLD's, FSs, NMSLO's, and the Army's, as
goplicable, comments on the updated supplementd information;

C. Bl Paso fileswith the Secretary culturd resource survey reports for the remainder of the
project, any revised reports, any testing/evauation reports, and any required trestment
plans, and the SHPOs, BLM's ASLD's FSs NMSLO's, and the Army's comments,
asgoplicable, on dl reportsand plans, and

d. the Director of OEP reviews and gpproves al reports and plans and natifiesEl Paso in
writing thet it may proceed.
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All materid filed with the Commisson contaning location, char acter, and owner ship
information about culturd resources mugt have the cover and any rdevant pagestherein dearly

labdled in bold lettering: " CONTAINS PRIVILEGED INFORMATION--DO NOT
RELEASE."

16. H Peso ddl filerevisad plansfor dedling with the unanticipated discovery of higoric properties

and human remains during condruction for Arizonaand Texas, and aplan for New Mexico. El
Paso should provide the plans to the gppropriate parties and file any comments on the plans

UNITED STATES OF AMERICA
FEDERAL ENERGY REGULATORY COMMISSON

Bl Paso Naturd Gas Company Docket Nos. CP00-422-000 and
CP00-422-001
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MASSEY, Commissoner, concurting:

While | concur in the result in this case, which would provide additiond interdate pipdine
cgpacity to serve marketsin Cdifornia, | am writing sgparady to underscore my growing concern thet
additiond interdate capacity may not provide enough rdief to ease Cdifornias energy problems. In
addition to providing additiond interdate pipdine cgpecity, the Commisson needs to take meesuresto
address the high price of naturd ges ddivered into Cdiforniamarkets. The trangportation differentid
into Cdlifornia often exceads ten dollars, and is often subdtantidly more a various intredate ddivery
points. The trangportation differentid into other large markets such as New Y ork and Chicagois
usudly lessthen adallar, and sometimes no more than afew cents: The high cost of naturd ges
ddivered into Cdiforniais then used to judtify high wholesde dectricity bidsinto the |ISO markel. An
ineffident, high heet rate, generator usng a congderable amount of high priced neturd gesthen setsthe
market dearing price thet dl sdlersare pad. Thus, the high trangportation differentids into Cdifornia
gas markets have a particularly pernicous efect when coupled with asngle price auction for dectricity.

| urge thisagency to teke dl avaladle action to mitigate these high trangportation differentids
We mug actively explore any jurisdiction we may legitimatdy have thet afectsthe so-cdled gray
market. We mug take a second look a whether lifting the price cgp for sscondary market pipdine
cgpadity wasin the public interest. We must vigoroudy investigate any alegations of withhalding or
market manipulation or effiliate abuse. We mud cartificate new interdate cgpacity thet is needed for
the markets to function efficdently, and, as Commissoner Bregthitt has pointed out on more than one
occadon, we must work with the gate of Cdiforniato ensure that there is adequete take away capacity
in theintragtate market. | am open to any and dl idess, but my attention was riveted on thisissue by
our recent saff order setting the so-cdled proxy price for dectricity for the month of February. The
proxy dearing price was $430 per Mwh, and roughly $350 of that amount was the price of naturd ges
for an ineffident generator. | conduded thet dectriaty pricesin Cdiforniawould remain vary high if
based upon a
vay high pricefor naturd gas Thisissue has not gotten nearly the atention it needs and | highlight it to
urge more foroeful Commisson ationinthisarea

William L. Masy
Commissoner
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BREATHITT, Commissioner, concurring:



| am concurring on this order to voice my continuing concern about the issue of whether thereis
adequate intradtate cgpadity in Cdiforniato take avay the additiond volumes that may flow from this
project and other interdtate pipdine expansonsto Cdifornia In its comments, Southern Cdifornia Gas
Company (SoCaGas) reguests that the Commisson convene atechnicd conferencein this proceeding
to address Cdifornia pipeine expangon issues | am plessed that the Commission recently announced
thet atechnica conference on Cdiforniainfrasiructure nesds will be held on May 24, 2001.

| continue to believe that the Cdifornia Stuation warrants a thoughtful and planned gpproach to
interdate pipdine expandon. | raised asmilar concernin my partid dissent from arecent Kern River
Gas Transmisson Company decison. Providing aforum to engage in acoordinated effort with LDCs,
public utilities, and Sate officds to ensure that adeguate downstream cgpacity exists mekes agregt ded
of senseto me. Without adequate takeaway capacity, the additiond interdate capadity that we
goprove may not have the desired effect of bringing additiond suppliesinto the markets where they are
nesded. Hopefully, the technical conference will assg in targeting additiond pipdine capecity to aress
whereit will postively respond to Cdifornids energy nesds. The Commission may be doing its part to
get additiond pipdine capadity to Cdifornia; however, without adequite takeaway capadity, additiond
gas upplies may never reech the intended markets.

2

| ds0 have concerns about: (1) the highlevd of oot market purchases of naturd gasin
Cdiforniaingtead of longer term contracts; (2) the need to revist FERC's decison to lift the price cgp
on secondary market transactions; and (3) the lack of firm capadity rights on someintradate pipdinesin
Cdifornia | beieve thet the Commisson should take action, within itsjurisdiction, to addressthese
isues.

LindaK. Bresthitt
Commissoner



